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CONFIDENTIAL SINGAPORE 0365 

E.O. 11652: GDS 

TAGS: EGEN, ETRD, EINV, ASEAN, EC, JA, US, CP 

SUBJECT: CONCERN OF PRESIDENT MARCOS AND SINGAPORE PRIME MINISTER LEE 
OVER USG RESTRICTIONS ON FOREIGN INVESTMENT 

REF: (A) MANILA 1228 (NOTAL), (B) 76 SINGAPORE 
5549 

1 . EMBASSY OFFICERS USED OPPORTUNITY AFFORDED BY JANUARY 26 
CONVERSATION WITH NGIAM TONG DOW, PERMSEC IN GOS MINISTRY OF 
FINANCE, TO ASCERTAIN EXACTLY WHAT GOS AND OTHER ASEAN LEADERS 
HAD IN MIND IN MAKING REPEATED CALLS FOR PRESERVATION OF "THE 
PRESENT SYSTEM OF TAX DEFERRAL FOR AMERICAN INVESTMENT". NGIAM 
CONFIRMED OUR EARLIER SPECULATION (PARA 8, REF B) THAT LEE KUAN 
YEW IS CONCERNED OVER POSSIBILITY THAT OUR TAX LAWS MIGHT 

BE AMENDED TO LIMIT ABILITY OF AMERICAN FIRMS TO DEFER U.S. TAX 
LIABILITY ON OVERSEAS EARNINGS UNTIL THESE ARE REPATRIATED TO 
THE U.S. 

2. NGIAM, GOS REP ON ASEAN INDUSTRY AND TRADE 
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COMMITTEES, NOTED THAT TAX REFORM ACT OF 1976 DID NOT 
AFFECT TAX DEFERRAL PROVISIONS OF EXISTING LEGISLATION. 

HOWEVER, GOS FEARED THAT LEGISLATION CIRCUMSCRIBING OR 
EVEN ELIMINATING SUCH DEFERRALS, WHICH HAD FAILED ENACT- 
MENT IN LAST SESSION OF CONGRESS, COULD BE REINTRODUCED 
IN THE CURRENT SESSION. LACKING THE ABILITY TO INFLU- 
ENCE THE CONGRESS, THE GOS AND ASEAN HOPE TO GAIN SUPPORT 
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FOR THEIR POSITION WITHIN THE EXECUTIVE BRANCH. NGIAM 
SAID THAT LEE'S AND THE GOS, POSITION ON THIS ISSUE STEMS 
FROM A CONVICTION THAT ELIMINATION OR REDUCTION OF SUCH 
TAX DEFERRALS WOULD HAVE A DELETERIOUS EFFECT ON FUTURE 
AMERICAN INVESTMENT FLOWS INTO ASEAN. MOREOVER, SUCH A 
CHANGE WOULD NEGATE, IN WHOLE OR IN PART, THE TAX CONCESSIONS 
(PIONEER STATUS, ETC.) ENJOYED BY FOREIGN FIRMS IN SINGAPORE 
AND ELSEWHERE. 

3. NGIAM SAID THAT THE GOS IS ALSO CONCERNED ABOUT IMPACT 
OF THAT PROVISION OF THE TAX REFORM ACT OF 1976 WHICH REDUCED 
TAX BENEFITS OF U.S. BUSINESSMEN RESIDING OVERSEAS. IN A 
TONE OF RESIGNATION, NGIAM SAID THAT THIS CUT IN TAX BENEFITS 
IS NOW A FACT OF LIFE AND WILL HAVE TO BE ENDURED ALTHOUGH 
AMERICAN BUSINESSMEN (HE WAS CLEARLY REFERRING TO APCAC AND 
LOCAL AMERICAN BUSINESS COUNCIL EFFORTS) ARE STILL DOING 
BATTLE. IN RESPONSE, EMBASSY OFFICERS OBSERVED THAT USG 
IS ALWAYS PREPARED TO TAKE LEGITIMATE CONCERNS 
OF FRIENDLY FOREIGN COUNTRIES REGARDING U.S. TAX 
LEGISLATION INTO CONSIDERATION. WE ALSO NOTED THAT 
TAX LAWS ARE NOT IMMUTABLE. IN THIS CONNECTION, WE 
CITED RECENT INTRODUCTION BY SENATOR BARTLETT OF 
LEGISLATION WHICH WOULD RESTORE TAX BENEFITS TO U.S. 
BUSINESSMEN RESIDING OVERSEAS WITHOUT, HOWEVER, SPECULAT- 
ING AS TO OUTCOME OF LEGISLATIVE PROCESS. 
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